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To the Stockholders of 
S. S. Kresce Company: 


Detroit, Michigan 
February 25, 1943 


This, our thirty-first Annual Report, covers the operations for the year 
1942 of the S. S. Kresge Company and its wholly owned subsidiaries, the 
S. S. Kresge Company, Limited, operating stores in the Dominion of Canada, 
and the Mount Clemens Pottery Company, manufacturers of dinnerware. 
The consolidated Balance Sheet and Income and Earned Surplus statement 
which follow report the condition and operations of these companies. 

Sales Our 1942 sales amounted to $198,679,842.51—the greatest in 
the Company’s history—exceeding the previous high point of 
1941 by 12.77%. 

Profits Net Profit, after charging all expenses of the business and pro¬ 
viding an amount of $1,341,000.00 for possible post-war adjust¬ 
ments of merchandise values, and a provision for Federal Income and Excess 
Profits taxes, amounted to $7,982,280.64, equal to $1.45 per share of issued 
common stock. Net income for the year 1941 amounted to $9,448,122.55, 
or $1.71 per share. 

Net profit for the year 1942, before making provision for Federal Income 
and Excess Profits taxes, exceeded that of 1941 by $4,318,158.09. This 
increase was more than absorbed by the necessarily increased cost of Federal 
and Canadian Income and Excess Profits taxes. 

The cost for taxes of all kinds, in 1942, amounted to 9.27c per sales 
dollar, or $3.34 per share. The comparable 1941 cost was 7.19c per sales 
dollar, or $2.30 per share. It is our privilege and duty to fairly share in 
the costs of supporting the United States and Canada, allied together at 
war, under whose protection your companies operate. 

The statement of Sales, Income and Its Distribution, included later in 
this report, shows in an easily read form the disposition of our sales income 
and the relative participation in it by the interested groups. 

Dividends Cash dividends amounting to $6,313,354.80 were paid to 
23,549 stockholders of record. These payments represented 
a total of $1.15 per share. Payments of 30c per share were made in March, 
June and September, and 25c per share in December. 





The 1942 dividend distribution represented 79.09% of the year’s net 
profit, comparable with 78.44% of net profit distributed in 1941. Your 
Directors considered it advisable to retain the remaining $1,668,925.84 of 
net profit in the business, a sum slightly less than that retained in 1941. 

A dividend of 25c per share has been declared payable March 11, 1943. 

Current Assets The total of Current Assets at December 31, 1942, 
amounted to $66,969,030.38, which is an increase of 
$11,402,917.04 over that at the preceding year end. Current Liabilities are 
in excess of last year by $5,696,873.33. 

Cash and United States and Canada government securities totaled, at 
December 31, 1942, $39,839,064.45, which amount is $11,899,297.40 in 
excess of a year ago. The increase in current assets is thus accounted for by 
this Cash and Government securities increase. Through the maintenance 
of a strong Cash position, your Company plans to fulfill its moral and 
economic obligations to all concerned, now and in the post-war period. 

Merchandise inventories, at $26,660,157.41, are slightly lower than at 
the same date last year. Quantities on hand are considered to be reasonable, 
under current conditions. Valuation is at the lower of cost laid down in the 
stores or current market. A fair margin for selling expenses and profit has 
been recognized in all valuations. 

Current Liabilities The liabilities of a current nature amount to 

$26,292,270.68 at December 31, 1942, compar¬ 
able with $20,595,397.35 last year. The increase can be related to the added 
liability for Income and Excess Profits taxes. The variances in other items 
within this group, as between years, are relatively unimportant. 

Reserves We continue to provide from earnings what we believe to be 
adequate amounts for any probable losses through fire or 
casualty, and relating to properties or company operations not otherwise 
insured. 

Based upon experience encountered following World War I, we estab¬ 
lished, in 1941, from earnings, a reserve for possible post-war adjustments 
of merchandise values. There has been added to that reserve, in 1942, an 
amount of $1,341,000.00 provided from earnings. This provision has again 
been made without benefit of any saving in Income or Excess Profits taxes. 
The 1942 addition is equivalent to 24c per common share. The total amount 
now reserved is considered ample, at present price levels, to protect the 
Company against the effect of a post-war adjustment of merchandise values 
and thus reflects, with greater accuracy, the long term results of operations 
during this World War II period. 













Store Program During 1942, one store was rebuilt; two new stores 

were opened; four stores were combined into two 
units and five stores were closed. 

There was in operation, at the end of 1942, a total of 731 stores, of 
which 669 are in the United States and 62 in the Dominion of Canada. 

Our program of store modernization and improvement has been greatly 
curtailed in 1942, owing to war restrictions. Only the necessary repairs and 
maintenance are contemplated in 1943. 

The need of remodeling and improving store properties is accumulative. 
It is our intention to maintain a financial condition permitting appropriations 
for this necessary work when, after the war, it is again practical to proceed. 

General Comment During 1942, the price at which we buy and sell 
our merchandise has come under the control of the 
Office of Price Administration. The w T ages and salaries we pay our employees 
are regulated by the War Labor Board and the Department of Internal 
Revenue. Beginning in April, 1943, our inventories are subject to control of 
the War Production Board. It is to be expected that retail rationing of com¬ 
modities, as expanded, will cover more of the items carried in our stores. 
With all of these regulatory bodies necessary to a war time economy, we 
will do our best to cooperate and so operate as to comply with their regulations. 

It is not possible to look far into the future, and no prediction in respect 
of 1943 can be made. The supply of merchandise and the availability of 
personnel with which to man our stores will be an important factor in these 
operations. It is our expectation that these situations may be adequately met. 

There are, presently, 1,145 Kresge employees in their Country’s service 
—of these, 75 were formerly Store Managers. We know that all will honor¬ 
ably acquit themselves, as they did when associated with us. We are mindful 
of our obligations to them and are planning for their future. 

To those employees who continue with us, we express our sincere 
appreciation for your vigorous effort to maintain a high standard of service 
to our customers. 

By order of the Board of Directors 



Chairman 



President 
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K R E S G 


ASSETS 

(A MICHIGAN 

AND SUBSIDIA] 

CONSOLIDATED 

D E C E M B E 


Current Assets: 

Cash in banks, in transit and on hand...$27,014,938.80 

U. S. A. and Canadian Government securities, at 


cost, including $10,100,000 tax anticipation notes 
Miscellaneous accounts receivable, less $8,576 

reserve . 

Merchandise and materials on hand and in transit, 
at lower of cost or market. 

12,824,125.65 

469,808.52 

26,660,157.41 $ 66,969,030.38 

Other Assets: 

U. S. A. Government securities deposited in escrow, 

Miscellaneous securities, at cost, less $93,000 reserve 
Post-war refund of excess profits tax___ 

$ 98,746.64 

124,735.27 

937,500.00 1,160,981.91 

Deferred Charges: 

Unamortized leasehold expenses, advance rentals, 
prepaid insurance, supplies and other expenses. 

3,701,425.54 

Fixed Assets: 

Land and buildings, at cost- . .$58,336,686.45 

Less —Reserve for depreciation-. 10,280,729.31 

Leasehold improvements, at cost less 

amortization.-. - 

Fixtures and equipment, at cost-.-$26,328,328.43 

Less —Reserve for depreciation . 15,809,736.40 

Leaseholds, as valued in 1916, less 
amortization . . 

$48,055,957.14 

19,223,863.52 

10,518,592.03 

246,596.76 78,045,009.45 

$149,876,447.28 


Note: 

The only foreign subsidiary company is in Canada. The accounts of that company at December 31, 1942, 
are included in the consolidated balance sheet in United States dollars amounting to $2,066,133 for net 
current assets converted at the official exchange rate on that date, $10,016,025 for capital and other assets * 

converted at the approximate exchange rates at dates of acquisition and $129,000 for long term liabilities 
converted at the approximate rates of exchange at dates incurred. The results of operations of this sub¬ 
sidiary (net profit of $598,908) are included in the consolidated income account in United States dollars f 

converted as to depreciation charges at the rates applied in conversion of the related assets and as to 
other items at the official exchange rate which remained constant throughout the year. 

J. E. HEARST 

Comptroller 
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LIABILITIES 


Current Liabilities: 

Accounts payable—trade_______$ 

Accrued taxes, expenses and miscellaneous accounts 
Provision for U. S. A. and Dominion of Canada 
income and excess profits taxes (estimated)_ 


5,870,225.77 

5,974,768.64 

14,447,276.27 


Real Estate Mortgages and Land Contracts, 

Including $296,832 due in 1943_ 

Reserves: 


For fire and casualty losses, public liability and 
compensation claims_ 

For optional payments (not to exceed $645,000 
per annum) for purchases of past service an¬ 
nuities under retirement pension plan adopted 
in 1941___ 

For possible post-war adjustments of merchandise 
values.... 

Capital Stock and Earned Surplus: 

Capital stock— 

Authorized 10,000,000 shares of $10 par value 
Issued 5,517,881.7 shares including 27,960 shares 
in treasury_ 

Earned surplus per statement attached..__ 

Less —Cost of 27,960 shares in treasury_ 


$ 2,790,774.57 


1,800,000.00 

2,424,000.00 


$ 55,178,817.00 
60,787,377.71 
$115,966,194.71 
716,276.92 


$ 26,292,270.68 
1,319,484.24 


7,014,774.57 


115,249,917.79 

$149,876,447.28 


To the Board of Directors and 
The Stockholders of 

S. S. Kresge Company: 


We have examined the consolidated balance sheet of S. S. Kresge Company (a Michigan corporation) 
and subsidiary companies as of December 31, 1942, and the consolidated statement of income and earned 
surplus for the year then ended. Our examination was made in accordance with generally accepted auditing 
standards applicable in the circumstances, and included such testa of the accounting records and other support¬ 
ing evidence and such other procedures as we considered necessary. 

In our opinion, the accompanying consolidated balance sheet and related consolidated statement of income 
and earned surplus present fairly the position of S. S. Kresge Company and subsidiary companies at December 
31» 1942 and the results of their operations for the year, in conformity with generally accepted accounting 
principles which, except for the change made with our approval and explained in the footnote on the income 
statement, have been applied on a basis consistent with that of the preceding year. 

PRICE, WATERHOUSE & CO. 

Detroit, Michigan, Certified Public Accountants 

February 25, 1943. 


























S. S. KRESGE COMPANY 


(A Michigan Corporation) 

AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENT OF INCOME AND EARNED SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1942 
(With comparative income statement for the preceding year) 


Year 1941 

Sales___ $176,184,463.69 

Cost of merchandise sold and operating, general 
and administrative expenses, less income 
from rentals___$148,769,907.06 

Taxes— 

Property, franchise, state income, social 

security, etc_ 4,668,102.12 

Sales and gross income taxes paid in excess 

of amounts collected_ 224,305.02 

Provision for depreciation and amortization_ 3,769,766.95 

$157,432,081.15 
$ 18,752,382.54 

Other income: 

Interest received..__ 42,976.33 

Miscellaneous..... 22,636.46 

$ 18,817,995.33 

Other deductions: 

Interest on mortgages, etc_$ 60,975.82 

Loss on disposal of fixed assets, lease cancel¬ 
lations, etc._. 503,509.58 

$ 564,485.40 

Profit before taxes on income... $ 18,253,509.93 

Provision for U. S. A. and Dominion of 
Canada income taxes (estimated): 

Normal taxes and surtaxes..... $ 4,592,000.00 

Excess profits taxes_ 3,183,000.00 

Post-war excess profits tax refund 
(deduct). . 

$ 7,775,000.00 

Balance_ $ 10,478,509.93 

Provision for possible post-war adjustments of 

merchandise values. 1,030,387.38 

Profit transferred to earned surplus.-__ $ 9,448,122.55 


Year 1942 
$198,679,842.51 


$166,078,569.75 


4,725,422.74 

126,014.49 
3,740,262.78 
$174,670,269.76 
$ 24,009,572.75 

56,833.21 
49,723.20 
$ 24,116,129.16 

$ 53,551.95 

1,180,296.57 
$ 1,233,848.52 
$ 22,882,280.64 


$ 5,202,000.00 
9,294,500.00 

(937,500.00) 
$ 13,559,000.00 
$ 9,323,280.64 

1,341,000.00 
$ 7,982,280.64 


Earned surplus at beginning of year_ 58,573,451.87 

Add —Saving in 1942 taxes on income, resulting 
from deductible payments in that year for 

purchase of past service pension annuities.... 545,000.00 

$ 67,100,732.51 

Deduct —Cash dividends on common stock— 

$1.15 a share_ 6,313,354.80 

Earned surplus at end of year_ $ 60,787,377.71 

Note: 


Payment* of $751,231 in 1941 and $650,000 in 1942 for purchase of past service annuities were charged 
to the reserve set aside for that purpose from surplus account in 1941. Such payments diminished 
taxes on income by approximately $458,000 in 1941 and $545,000 in 1942. In the latter year the 
amount of tax saving has been treated as an expense in the income account and added to surplus, 
although similar treatment was not accorded to the tax saving in the income and surplus accounts 
for 1941. 


J. E. HEARST 

Comptroller 


























































BALANCE SHEET AND INCOME ACCOUNT COMPARISONS 


For your information comparative data relative to the balance 
sheet and income account has been prepared, after giving effect 
where necessary to a reclassification of certain items in prior years. 


Year 

End 

Dec. 31 

Excess of Cash 
and 

Gov't Securities 
Over 

Current Liabilities 

Ratio of 
Current 

Assets 

to 

Current 

Liabilities 

Net 

Working 

Capital 

Percentage of 
Year End 
Inventories 
to Sales 

1938 

$10,513,904. 

3.55 to 1 

$28,853,355. 

12.10 

1939 

12,204,476. 

3.31 to 1 

31,311,465. 

12.20 

1940 

12,372,492. 

3.14 to 1 

32,773,550. 

12.66 

1941 

7,344,370. 

2.70 to 1 

34,970,716. 

15.46 

1942 

13,546,794. 

2.55 to 1 

40,676,760. 

13.42 


Year 

End 

Dec. 31 

Percentage 
of Fixed 
Assets 
to 

Total 

Assets 

Bank Loans 
and 

Funded Debt 

Net Earnings 
as Reported 

Dividends 

Declared 

Per 

Sales 

Dollar 

Per 

Common 

Share 

Per 

Sales 

Dollar 

Per 

Common 

Share 

1938 

64.93 

$4,080,012. 

$.060 

$1.63 

$.044 

$1.20 

1939 

62.59 

3,394,637. 

.068 

1.89 

.043 

1.20 

1940 

61.04 

2,284,975. 

.063 

1.82 

.047 

1.35 

1941 

57.65 

1,215,895. 

.054 

1.71 

.042 

1.35 

1942 

52.07 

1,319,484. 

.040 

1.45 

.032 

1.15 





















SALES INCOME AND ITS DISTRIBUTION 
YEARS 1941 AND 1942 


PARTICULARS 


Sales. . 

Amounts taken in for merchan¬ 
dise sold. 

Cost of merchandise sold and 
expenses, exclusive of taxes, 
salaries and wages and inter¬ 
est paid 


Balance-____ 

The amount remaining to pay 
taxes, wages and interest and 
including the net income of 
$7,982,281 in 1942 and 
$9,448,123 in 1941. 


DISTRIBUTION 

1. Taxes___ 

Real estate, personal prop¬ 
erty, State and Federal 
franchise and income 
taxes, sales taxes, licenses, 
etc. 


2. Salaries and Wages_ 

The employees* share. 

3. Interest paid for use of bor¬ 

rowed money_ 


4. Cash Dividends_ 

Paid to stockholders for use 
of their money—$1.35 on 
each share in 1941 and 
$1.15oneachshareinl942. 


5. Earnings retained in the busi¬ 
ness, including the reserve 
provided for possible post¬ 
war adjustments in mer¬ 
chandise values.. r .. 


AMOUNT 

% TO SALES 

1941 

$176,184,464 

1942 

$198,679,843 

1941 

100.00 

1942 

100.00 


124,728,926 

138,978,930 

70.79 

69.95 

$ 51,455,538 

$ 59,700,913 

29.21 

30.05 


$ 12,667,407 

$ 18,410,437 

7.19 

9.27 

28,248,645 

31,913,643 

16.03 

16.06 

60,976 

53,552 

.03 

.03 

7,411,327 

6,313,355 

4.21 

3.18 


3,067,183 

3,009,926 

1.75 

1.51 

$ 51,455,538 

$ 59,700,913 

29.21 

30.05 





























